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GENERAL COMMENTS

There would appear to be a question as to whether

the information required by the proposed regulations is

within the authority granted in the statute, i.e., Section 611.
Although Section 611 authorizes the issuance of regulations
pertaining to the deduction for depletion, the information

requested by the proposed Forms "M" and "O" is not so

intimately related to the determination of the allowance of
a deduction for depletion as to be a necessary requirement

for claiming the deduction.
Particular reference is made to the information

required by Section A of proposed Forms ”M" and "O".
information is merely historical in nature.
it will not be available.

This

In many cases

In those cases where it is avail

able, compiling the information would be a cumbersome process

resulting in large expenditures of time and money.

It is

conceivable that a long-established taxpayer could be placed

in a position of having to gather, examine and report on
records spanning 55 years.

Since Section "A” of Forms ”M”

- 2 and ”O” places a substantial and unfair burden on the

taxpayer it is recommended that it be deleted.

If however, it is found that the information
requirements are essential to proper administration of the
statute then they should be prospective and not retroactive.

The requirements should apply only to taxable years

commencing after December 31, 1967 and only to properties
acquired in the first taxable year to which the final
regulations are effective.
Consideration should also be given to the fact
that if the information requirements are to be effective for

years ending on or after December 31, 1967, it may well be
impossible for taxpayers to prepare such data in time to
file their returns.

Provision should be made for automatic

extension of the filing deadline beyond the extended filing
dates which are normally available.
SPECIFIC COMMENTS

1.

Section
1.611-2(g)(5)

Forms "M" and "O"--Section A, 1 and 4
Where percentage depletion has been allowed,
the original tax basis, whether cost or the
value at March 13, 1913, in many instances
has for years been either forgotten or

unrecorded.

Where there have been mergers,

the amount of the original basis may be
indeterminable because the present taxpayer
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may not have physical access to historical
records.

2.
Forms "M" and "O" - Section A.4

This Section requires a computation which is
dependent not only upon knowledge of original
cost, but records of the number of units sold
as well.

Furthermore., this computation of a

theoretical cost depletion could possibly be
required for each year the taxpayer has held
the property because of variations in estimates

of recoverable units.

The instructions require

a pretense that depletion had "always been

computed on the cost basis" implying that cost

depletion should be computed.,

in 1930 for

example, based upon the units estimated to be

recoverable at the end of that year.

These

instructions seem to preclude a determination of

the sum

of the total number of units known

to have been sold (if it is possible to obtain
these data) and the estimated recoverable units

at, say the end of 1966, and then computing the

1967 cost depletion.
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3.

Form "O"--Sections B.8 and D.1
In many instances

the information

requested in these sections will not be
available since the owner of part of the

working interest who is not the operator of
the property would have no actual knowledge of

actual payments to nonoperating interest owners.

Also, in some cases, the purchaser of production
pays the royalty, and the owners of the working

interest would have no knowledge of the time or
amount of the royalty payments.

Further, in

some instances, the owner of the royalty may take

his products in kind and dispose of them himself.
The owners of the working interest would have

no knowledge of the amount he receives for his

product.

Therefore, these requirements should

be modified; otherwise much of the data will be

worthless estimates.
4.
Form "O"--Section C.3

It is customary to record dry hole and bottom
hole contributions as a credit against the

appropriate costs.

The information requested

may be obtained only after an extensive analysis

of accounts is made.

To relieve the burden

this will create, this requirement should be
made prospective.

